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The general agreement on Tariffs and trade (gatt 1947)
PART Il
Article XXIV
Territorial Application - Frontier Traffic - Customs Unions and
Free-trade Areas

1.The provisions of this Agreement shall apply to the
metropolitan customs territories of the contracting parties
and to any other customs territories in respect of which this
Agreement has been accepted under Article XXVI or is
being applied under Article XXXIII or pursuant to the
Protocol of Provisional Application. Each such customs
territory shall, exclusively for the purposes of the territorial
application of this Agreement, be treated as though it were a
contracting party; Provided that the provisions of this
paragraph shall not be construed to create any rights or
obligations as between two or more customs territories in
respect of which this Agreement has been accepted under
Article XXVI or is being applied under Article XXXIII or
pursuant to the Protocol of Provisional Application by a
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single contracting party.

2. For the purposes of this Agreement a customs territory shall |z ~ * 3 2~ Lr7f]u- "R FLAR B x‘*#ﬂ AR H
be understood to mean any territory with respect to which )J-*m’ Mpz FhaFtpzBmr AespEizs o
separate tariffs or other regulations of commerce are
maintained for a substantial part of the trade of such territory
with other territories.

3. The provisions of this Agreement shall not be construed to
prevent:

(@) Advantages accorded by any contracting party to

- - o ) : F)FATEBEFTE L E- S REABE RIS 2
adjacent countries in order to facilitate frontier traffic;

BA
(b) Adv_antages ac_corded to the _trade Wlth the Free ()t & BBs Teh2 Gorgf o §3 %, 2 BA
Territory of Trieste by countries contiguous to that SRR TEF § o A R AR eT E G2 L?wu

territory, provided that such advantages are not in
conflict with the Treaties of Peace arising out of the
Second World War.
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4.The contracting parties recognize the desirability of
increasing freedom of trade by the development, through
voluntary agreements, of closer integration between the
economies of the countries parties to such agreements.
They also recognize that the purpose of a customs union or
of a free-trade area should be to facilitate trade between the
constituent territories and not to raise barriers to the trade of
other contracting parties with such territories.

LEd A2 RRR FREELRFL B>
% u%‘:f&;ﬂ d g s o THMRERE & Tp
ARARBEFTE oA LSRR
%JW7”¥ﬁVﬂWﬁ°

R
I vy o &
A

3?33\

) (Q,

"P‘“ gl -\4“\ =
i

%‘?: -

L
-
hpas)

%
rad

5. Accordingly, the provisions of this Agreement shall not
prevent, as between the territories of contracting parties, the
formation of a customs union or of a free-trade area or the
adoption of an interim agreement necessary for the
formation of a customs union or of a free-trade area;
Provided that:

(@) with respect to a customs union, or an interim
agreement leading to a formation of a customs union,
the duties and other regulations of commerce imposed
at the institution of any such union or interim
agreement in respect of trade with contracting parties
not parties to such union or agreement shall not on the
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(b)

(©)

whole be higher or more restrictive than the general
incidence of the duties and regulations of commerce
applicable in the constituent territories prior to the
formation of such union or the adoption of such interim
agreement, as the case may be;

with respect to a free-trade area, or an interim
agreement leading to the formation of a free-trade area,
the duties and other regulations of commerce
maintained in each of the constituent territories and
applicable at the formation of such free-trade area or the
adoption of such interim agreement to the trade of
contracting parties not included in such area or not
parties to such agreement shall not be higher or more
restrictive than the corresponding duties and other
regulations of commerce existing in the same
constituent territories prior to the formation of the
free-trade area, or interim agreement as the case may
be; and

any interim agreement referred to in subparagraphs (a)
and (b) shall include a plan and schedule for the
formation of such a customs union or of such a
free-trade area within a reasonable length of time.
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6. If, in fulfilling the requirements of subparagraph 5 (a), a
contracting party proposes to increase any rate of duty
inconsistently with the provisions of Article Il, the procedure
set forth in Article XXVIII shall apply. In providing for
compensatory adjustment, due account shall be taken of the
compensation already afforded by the reduction brought
about in the corresponding duty of the other constituents of
the union.
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7.

(a) Any contracting party deciding to enter into a customs
union or free-trade area, or an interim agreement
leading to the formation of such a union or area, shall
promptly notify the CONTRACTING PARTIES and
shall make available to them such information
regarding the proposed union or area as will enable
them to make such reports and recommendations to
contracting parties as they may deem appropriate.

(b) If, after having studied the plan and schedule included
in an interim agreement referred to in paragraph 5 in

consultation with the parties to that agreement and
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taking due account of the information made available in Y e B o R Thd R R ;i’n GH R T
accordance with the provisions of subparagraph (a), the P R REL L FER AR BRI
CONTRACTING PARTIES find that such agreement is B o AF TR FRFARN TS

not likely to result in the formation of a customs union
or of a free-trade area within the period contemplated
by the parties to the agreement or that such period is
not a reasonable one, the CONTRACTING PARTIES
shall make recommendations to the parties to the
agreement. The parties shall not maintain or put into
force, as the case may be, such agreement if they are
not prepared to modify it in accordance with these
recommendations.

Any substantial change in the plan or schedule referred (Z)AEFTAFZ P feeRrizarE &
to in paragraph 5 (c) shall be communicated to the RLBE T A g oot R Al B2 TR
CONTRACTING PARTIES, which may request the ke B 2 =g I R - £, @
contracting parties concerned to consult with them if ERFHEFORE FFER -

the change seems likely to jeopardize or delay unduly
the formation of the customs union or of the free-trade
area.
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8. For the purposes of this Agreement:

(@ A customs union shall be understood to mean the
substitution of a single customs territory for two or
more customs territories, so that

(i) duties and other restrictive regulations of commerce
(except, where necessary, those permitted under
Articles XI, XII, XIII, XIV, XV and XX) are
eliminated with respect to substantially all the trade
between the constituent territories of the union or at
least with respect to substantially all the trade in
products originating in such territories, and,

(i)subject to the provisions of paragraph 9,
substantially the same duties and other regulations
of commerce are applied by each of the members of
the union to the trade of territories not included in
the union;

(b)

A free-trade area shall be understood to mean a group
of two or more customs territories in which the duties
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and other restrictive regulations of commerce (except, B2 AZ BB AT T E WP FELEL o
where necessary, those permitted under Articles XI,

X1, X, XIV, XV and XX) are eliminated on

substantially all the trade between the constituent

territories in products originating in such territories.

9. The preferences referred to in paragraph 2 of Article I shall |4 ~ *{2 2 % - % - o722 B a4 > 2 5] THRFE
not be affected by the formation of a customs union or of a BTAd FE R 2R A X BT L@Ed X
free-trade area but may be eliminated or adjusted by means P2 28 QR A A B AAE o P IRAE X
of negotiations with contracting parties affected.* This B * A REDIE S - % - P2 % 2R ETA B
procedure of negotiations with affected contracting parties W2 kB o
shall, in particular, apply to the elimination of preferences
required to conform with the provisions of paragraph 8 (a)(i)
and paragraph 8 (b).

10. The CONTRACTING PARTIES may by a two-thirds [+ ~ 2 A& %7 E 1 54 B2 LT AGPH2 LEHkK T
majority approve proposals which do not fully comply with e P g 222 2 RS e gt
the requirements of paragraphs 5 to 9 inclusive, provided FHRFRGEAFE LRSS THREFRE & Tpd F5 %
that such proposals lead to the formation of a customs union 2K 5o
or a free-trade area in the sense of this Article.

11. Taking into account the exceptional circumstances arising [+ - ~ HZAE% PR 2 ¥ Atk 2 &> 5 b W7o % KNS
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out of the establishment of India and Pakistan as FEPHES - GHRE 2 FF > LR OEF LEA R
independent States and recognizing the fact that they have BRI Ta X AT 2] B 1S FWF 2
long constituted an economic unit, the contracting parties FrEr ¥ ETLFL L o

agree that the provisions of this Agreement shall not prevent
the two countries from entering into special arrangements
with respect to the trade between them, pending the
establishment of their mutual trade relations on a definitive

basis.*
. Each contracting party shall take such reasonable measures |+ = ~ & - % % E&])@iﬁu? 7z L1E L1 Hw oo hH g
as may be available to it to ensure observance of the B2y ®Ey ey %}ﬁf‘aéiﬁ S S S

provisions of this Agreement by the regional and local
governments and authorities within its territories.

ANNEX 4
NOTES AND SUPPLEMENTARY PROVISIONS s gt s A

Ad Article XXIV M35 - Lw ik
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Paragraph 9 %4 38

It is understood that the provisions of Article I would require LB E R ASLANRR fﬁ,fﬁ‘ﬁ%l * B Fle B2V P
that, when a product which has been imported into the territory |¥ % % ¢ 2 X - ¢ F B4 T £ %J 43‘_ I A
of a member of a customs union or free-trade area at a |¥ — € F F4f3& - j » E&]}@)]A © X2 B B3%
preferential rate of duty is re-exported to the territory of another |& %-® &ﬁi%l L RAE 2 pEATE L 2 ﬁnrs R ALESE SRR e
member of such union or area, the latter member should collecta |B #& -
duty equal to the difference between the duty already paid and
any higher duty that would be payable if the product were being
imported directly into its territory.

Paragraph 11 -

Measures adopted by India and Pakistan in order to carry out Er R 2 % gkfrk 3’.’ N A S S R R o
definitive trade arrangements between them, once they have been |# * 2 £ 3845 > (77 X A2 T X l’%# 2 ‘“J Rofat T
agreed upon, might depart from particular provisions of this |/ Rt Zp 2 j‘T’ﬁ T2 P ARAR P -

Agreement, but these measures would in general be consistent
with the objectives of the Agreement.
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Understanding on the Interpretation of Article XXIV
of the General Agreement on Tariffs and Trade 1994

Members,

Having regard to the provisions of Article XXIV of
GATT 1994;

Recognizing that customs unions and free-trade areas
have greatly increased in number and importance since the
establishment of GATT 1947 and today cover a significant
proportion of world trade;

Recognizing the contribution to the expansion of world
trade that may be made by closer integration between the
economies of the parties to such agreements;

Recognizing also that such contribution is increased if
the elimination between the constituent territories of duties
and other restrictive regulations of commerce extends to all
trade, and diminished if any major sector of trade is excluded:;

Reaffirming that the purpose of such agreements

should be to facilitate trade between the constituent territories
and not to raise barriers to the trade of other Members with
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such territories; and that in their formation or enlargement the
parties to them should to the greatest possible extent avoid
creating adverse effects on the trade of other Members;

TN
q—?
c‘-m\:»

Convinced also of the need to reinforce the
effectiveness of the role of the Council for Trade in Goods in
reviewing agreements notified under Article XXIV, by
clarifying the criteria and procedures for the assessment of
new or enlarged agreements, and improving the transparency
of all Article XXIV agreements;

Recognizing the need for a common understanding of
the obligations of Members under paragraph 12 of Article
XXIV;

Hereby agree as follows:
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1. Customs unions, free-trade areas, and interim agreements leading to

the formation of a customs union or free-trade area, to be consistent
with Article XXIV, must satisfy, inter alia, the provisions of
paragraphs 5, 6, 7 and 8 of that Article.
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Article XXIV:5

2. The evaluation under paragraph 5(a) of Article XXIV of the

general incidence of the duties and other regulations of
commerce applicable before and after the formation of a
customs union shall in respect of duties and charges be
based upon an overall assessment of weighted average tariff
rates and of customs duties collected. This assessment shall
be based on import statistics for a previous representative
period to be supplied by the customs union, on a tariff-line
basis and in values and quantities, broken down by WTO
country of origin. The Secretariat shall compute the
weighted average tariff rates and customs duties collected in
accordance with the methodology used in the assessment of
tariff offers in the Uruguay Round of Multilateral Trade
Negotiations. For this purpose, the duties and charges to be
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taken into consideration shall be the applied rates of duty. It
Is recognized that for the purpose of the overall assessment
of the incidence of other regulations of commerce for which
quantification and aggregation are difficult, the examination
of individual measures, regulations, products covered and
trade flows affected may be required.

3. The "reasonable length of time" referred to in paragraph 5(c)
of Article XXIV should exceed 10 years only in exceptional
cases. In cases where Members parties to an interim
agreement believe that 10 years would be insufficient they
shall provide a full explanation to the Council for Trade in
Goods of the need for a longer period.
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Article XXIV:6

4. Paragraph 6 of Article XXIV establishes the procedure to be
followed when a Member forming a customs union proposes
to increase a bound rate of duty. In this regard Members
reaffirm that the procedure set forth in Article XXVIII, as
elaborated in the guidelines adopted on 10 November 1980
(BISD 27S/26-28) and in the Understanding on the
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Interpretation of Article XXVIII of GATT 1994, must be
commenced before tariff concessions are modified or
withdrawn upon the formation of a customs union or an
interim agreement leading to the formation of a customs
union.

. These negotiations will be entered into in good faith with a
view to achieving mutually satisfactory compensatory
adjustment. In such negotiations, as required by paragraph 6
of Article XXIV, due account shall be taken of reductions of
duties on the same tariff line made by other constituents of
the customs union upon its formation. Should such
reductions not be sufficient to provide the necessary
compensatory adjustment, the customs union would offer
compensation, which may take the form of reductions of
duties on other tariff lines. Such an offer shall be taken into
consideration by the Members having negotiating rights in
the binding being modified or withdrawn. Should the
compensatory adjustment remain unacceptable, negotiations
should be continued. Where, despite such efforts, agreement
In negotiations on compensatory adjustment under Article
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XXVIIlI as elaborated by the Understanding on the
Interpretation of Article XXVIII of GATT 1994 cannot be
reached within a reasonable period from the initiation of
negotiations, the customs union shall, nevertheless, be free
to modify or withdraw the concessions; affected Members
shall then be free to withdraw substantially equivalent
concessions in accordance with Article XXVIII.

6. GATT 1994 imposes no obligation on Members benefiting
from a reduction of duties consequent upon the formation of
a customs union, or an interim agreement leading to the
formation of a customs union, to provide compensatory
adjustment to its constituents.

= ~ GATT 1994 #t M fik B &% & K &35 = B fufe B i
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Review of Customs Unions and Free-Trade Areas

7. All notifications made under paragraph 7(a) of Article XXIV
shall be examined by a working party in the light of the
relevant provisions of GATT 1994 and of paragraph 1 of this
Understanding. The working party shall submit a report to
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10.

the Council for Trade in Goods on its findings in this regard.
The Council for Trade in Goods may make such
recommendations to Members as it deems appropriate.

. Inregard to interim agreements, the working party may in its

report make appropriate recommendations on the proposed
time-frame and on measures required to complete the
formation of the customs union or free-trade area. It may if
necessary provide for further review of the agreement.

Members parties to an interim agreement shall notify
substantial changes in the plan and schedule included in that
agreement to the Council for Trade in Goods and, if so
requested, the Council shall examine the changes.

Should an interim agreement notified under paragraph 7(a)
of Article XXIV not include a plan and schedule, contrary to
paragraph 5(c) of Article XXIV, the working party shall in
its report recommend such a plan and schedule. The parties
shall not maintain or put into force, as the case may be, such
agreement if they are not prepared to modify it in
accordance with these recommendations. Provision shall be
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made for subsequent review of the implementation of the
recommendations.

11. Customs unions and constituents of free-trade areas shall
report periodically to the Council for Trade in Goods, as
envisaged by the CONTRACTING PARTIES to GATT 1947
in their instruction to the GATT 1947 Council concerning
reports on regional agreements (BISD 18S/38), on the
operation of the relevant agreement. Any significant changes
and/or developments in the agreements should be reported
as they occur.

-~ de GATT1947 4% FAEH 6 |+ ¢ # GATT 1047
™Y ETITG M OEE R THEL 2R (BISD
18S/38) > M il % pd ’F”Xw ST Ly g
Pap B ¢RI MUETETF24FL o
1’%{}3 FRE AT E S TNRNE L FRL .

Dispute Settlement

12. The provisions of Articles XXII and XXIIl of GATT 1994 as
elaborated and applied by the Dispute Settlement
Understanding may be invoked with respect to any matters
arising from the application of those provisions of Article
XXIV relating to customs unions, free-trade areas or interim
agreements leading to the formation of a customs union or
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free-trade area.
Article XXIV:12 S-tleiEs Lo
13. Each Member is fully responsible under GATT 1994 for the |+ =

14,

observance of all provisions of GATT 1994, and shall take
such reasonable measures as may be available to it to ensure
such observance by regional and local governments and
authorities within its territory.

The provisions of Articles XXII and XXII1l of GATT 1994 as
elaborated and applied by the Dispute Settlement
Understanding may be invoked in respect of measures
affecting its observance taken by regional or local
governments or authorities within the territory of a Member.
When the Dispute Settlement Body has ruled that a
provision of GATT 1994 has not been observed, the
responsible Member shall take such reasonable measures as
may be available to it to ensure its observance. The
provisions relating to compensation and suspension of
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concessions or other obligations apply in cases where it has
not been possible to secure such observance.
15. Each Member undertakes to accord sympathetic I~ E-gHR»Y- ¢ ﬁi‘ﬁ FiE N B2 GATT 1994 &
P

consideration to and afford adequate opportunity for
consultation regarding any representations made by another
Member concerning measures affecting the operation of
GATT 1994 taken within the territory of the former.

T2 4% % NE R
TR o

rﬂ"'ﬁlfé, T’;};El—‘/u

% 20 H 4t 28

H




WTO § B % 3

(IR A

(JRIZX T %)

E YRR L= S
GENERAL AGREEMENT ON TRADE IN SERVICES FR%Z-‘F’," P I N
Article V % 7 0%

Economic Integration

1.This Agreement shall not prevent any of its Members from being a party to or |[1.
entering into an agreement liberalizing trade in services between or among the
parties to such an agreement, provided that such an agreement:

(a) has substantial sectoral coverage?, and

(b) provides for the absence or elimination of substantially all discrimination,
in the sense of Article XVII, between or among the parties, in the sectors

covered under subparagraph (a), through:

(i) elimination of existing discriminatory measures, and/or
(i) prohibition of new or more discriminatory measures,

either at the entry into force of that agreement or on the basis of a

TLIRGEPRIEE B P

LT %,E'ﬁ;,;{g B4 » 5V &
d i

KO e "177,7 Kf@;g""-;l]ﬂ;{fi .
(@) it F ~ % #i

(b) 54 717 3¢ 0§ Fin E 2 (7
EonB R fRAR AL
= HESTRGE 2 A NN LA

(i)  PIERT2 AR 2

b0

(i) 2k ai

She

TR {5 Gt

2This condition is understood in terms of number of sectors, volume of trade affected and modes of supply. In order to meet this condition, agreements should not provide for the a priori exclusion of

any mode of supply.
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reasonable time-frame, except for measures permitted under Articles XI, EX i R

X”, XIV and XIV blS '_'_ 1+“£E_,ft)@%‘\?7f‘$‘v CJ,L,_; %/IB—;\;_.\‘%&
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2.In evaluating whether the conditions under paragraph 1(b) are met, consideration 2. =iz ¥ % # & % 138 % (b) 22 i% i
may be given to the relationship of the agreement to a wider process of economic B?E 7 R ZT T M R RE LA
integration or trade liberalization among the countries concerned. ZETAFELE N A pd it iEAe2 B

3. 3
(@) Where developing countries are parties to an agreement of the type referred (@ B¢ @] T B LA AT T2

to in paragraph 1, flexibility shall be provided for regarding the conditions = ﬁ ikyps MR R B#AR
set out in paragraph 1, particularly with reference to subparagraph (b) B fﬁf%‘” w7 EINM o E
thereof, in accordance with the level of development of the countries wr w13 A (b)) TR

concerned, both overall and in individual sectors and subsectors. T2 & 2o
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(b) Notwithstanding paragraph 6, in the case of an agreement of the type (b) =% 1L 132 W2 Bg o
referred to in paragraph 1 involving only developing countries, more La?]%’\iﬁ CEAFET % 6 2RI
favourable treatment may be granted to juridical persons owned or M G 6 R 2 éf’” AT
controlled by natural persons of the parties to such an agreement. Bl A LiRh 2 #Fig e

4.Any agreement referred to in paragraph 1 shall be designed to facilitate trade |4. % 1 7% ”Lr#ﬂ BT g il JIHE =

between the parties to the agreement and shall not in respect of any Member G s ¥R E L T b 2 R
outside the agreement raise the overall level of barriers to trade in services within e;g P T ARRE 2 (T EICE o A
the respective sectors or subsectors compared to the level applicable prior to TAERAPEIEESTEY DB
such an agreement. ﬁfg 2PRIEF A RER o

5.I1f, in the conclusion, enlargement or any significant modification of any [5. = %)% 1% SECNCEEAP LR E
agreement under paragraph 1, a Member intends to withdraw or modify a EABE o AT E R BT & et
specific commitment inconsistently with the terms and conditions set out in its PeoREREHEKFEL TN EZ E
Schedule, it shall provide at least 90 days advance notice of such modification or (S R N SO Rl B T JRlR g
withdrawal and the procedure set forth in paragraphs 2, 3 and 4 of Article XXI Rigrrz A TG F - L - 0F
shall apply. %23~ % 32 5 A RETLARR o
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6.A service supplier of any other Member that is a juridical person constituted
under the laws of a party to an agreement referred to in paragraph 1 shall be
entitled to treatment granted under such agreement, provided that it engages in
substantive business operations in the territory of the parties to such agreement.

Rﬁﬁ' L
EEPE et ”er}i,_;/z
N R BN IR
Z T%I\\, g o

(a)

(b)

(©)

Members which are parties to any agreement referred to in paragraph 1 shall
promptly notify any such agreement and any enlargement or any significant
modification of that agreement to the Council for Trade in Services. They
shall also make available to the Council such relevant information as may
be requested by it. The Council may establish a working party to
examine such an agreement or enlargement or modification of that
agreement and to report to the Council on its consistency with this Article.

Members which are parties to any agreement referred to in paragraph 1
which is implemented on the basis of a time-frame shall report periodically
to the Council for Trade in Services on its implementation. The Council
may establish a working party to examine such reports if it deems such a
working party necessary.

Based on the reports of the working parties referred to in subparagraphs (a)
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and (b), the Council may make recommendations to the parties as it deems
appropriate.

W1 ir e adapd
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8.A Member which is a party to any agreement referred to in paragraph 1 may not
seek compensation for trade benefits that may accrue to any other Member from

such agreement.
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DIFFERENTIAL AND MORE FAVOURABLE
TREATMENT RECIPROCITY AND FULLER
PARTICIPATION OF DEVELOPING COUNTRIES

Decision of 28 November 1979
(L/4903)

1. Notwithstanding the provisions of Article | of the General
Agreement, contracting parties may accord differential and
more favourable treatment to developing countries?®, without
according such treatment to other contracting parties.

2. The provisions of paragraph 1 apply to the following®:

B Rrdvz BASFE T A2 Lo 3812 i3k

1979 # 11 » 28 p 2 i3k
(L/4903)

1.3 gR=2F @7 2CGATTS - 12 (RARFE) Rz >
FEARBYPARPFAZIRBR2ZFE 2 2 FREFES
S HE SR

2.8 % 512 40T

* The words "developing countries” as used in this text are to be understood to refer also to developing territories.
® It would remain open for the CONTRACTING PARTIES to consider on an ad hoc basis under the GATT provisions for joint action any proposals for differential

and more favourable treatment not falling within the scope of this paragraph.
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(c) Regional or global arrangements entered into amongst VB HRAF LG QRE R T SR % M

less-developed contracting parties for the mutual PR BBEA IR A% A RS QR E
reduction or elimination of tariffs and, in accordance with BHUE 2 RIS R S R R
criteria or conditions which may be prescribed by the LM RERSES S P T EF L TR A 2R

CONTRACTING PARTIES, for the mutual reduction or % o
elimination of non-tariff measures, on products imported
from one another;
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